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SUBJECT: FINANCIAL ASSISTANCE FOR PORTUGAL 
REF: TOKYO 8745 

1 . EMBASSY IS REQUESTED TO APPROACH APPROPRIATE GOJ OFFI- 
CIALS TO URGE THAT THEY FULLY EXPLORE MEANS OF PROVIDING AN 
EFFECTIVELY UNTIED CREDIT AS THEIR CONTRIBUTION TO THE IN- 
TERNATIONAL LENDING EFFORT FOR PORTUGAL. THE U.S. WOULD 
ALSO HOPE THAT THE JAPANESE WOULD CONSIDER INCREASING THE 
AMOUNT OF THEIR PROPOSED CONTRIBUTION. EMBASSY MAY WISH TO 
USE THE FOLLOWING AS BACKGROUND FOR THIS APPEAL. 

2. PARTICIPANTS AT THE MAY 16 MEETING AGREED ON THE MAGNI- 
TUDE OF PORTUGAL’S FINANCING NEEDS IN THE NEAR TERM AND SPE- 
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CIFIED THAT LOANS WITHIN THE INTERNATIONAL LENDING FRAME- 
WORK SHOULD HAVE CERTAIN CHARACTERISTICS. ONE SUCH CHARAC- 
TERISTIC WAS THAT LOANS WOULD NOT BE TIED TO PROJECTS OR 
SOURCES OF PROCUREMENT. TIED LOANS WOULD BE INAPPROPRIATE 
BECAUSE THEY ARE NOT FAST DISBURSING AND WOULD NOT HELP 
COVER PORTUGAL'S NEAR TERM FINANCING NEEDS. TIED LOANS 
WOULD ALSO NOT BE COMPARABLE TO ASSISTANCE BEING OFFERED BY 
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OTHER COUNTRIES. INCLUSION OF SUCH LOANS WOULD RISK ALTER- 
ING THE NATURE OF THE TOTAL ASSISTANCE EFFORT. 

3. IT IS OUR UNDERSTANDING THAT THERE MAY BE CONSIDERABLE 
FLEXIBILITY WITHIN JAPANESE EXPORT-IMPORT BANK LAW TO ALLOW 
FOR CREDITS OR GUARANTEES WHICH ARE NOT TIED TO JAPANESE 
EXPORTS. FOR EXAMPLE, ARTICLE 18(8) OF THE JAPAN EXPORT 
IMPORT BANK LAW (ENGLISH INFORMATIONAL VERSION) PROVIDES 
THAT THE JAPAN EXPORT-IMPORT BANK MAY CARRY ON BUSINESS AC- 
TIVITIES. QUOTE, FOR THE PURPOSE OF FACILITATING THE DEVEL- 
OPMENT OR MAINTENANCE OF JAPAN'S EXPORT OR IMPORT MARKETS 
OR JAPAN'S ECONOMIC INTERCHANGE WITH FOREIGN COUNTRIES, 

(I) THE LENDING TO FOREIGN GOVERNMENTS, ETC., FOREIGN BANKS 
OR OTHER FOREIGN FINANCIAL INSTITUTIONS OF LONG TERM FUNDS 
NECESSARY FOR (A) THEIR ENTERPRISES CARRIED ON OUTSIDE 
JAPAN OR FOR (B) THEIR IMPORT OF GOODS (INCLUDING EQUIP- 
MENT) OR FOR THEIR ACCEPTANCE OF TECHNICAL SERVICES, OR 

(II) THE ACQUIRING THROUGH SUBSCRIPTION OR OTHERWISE OF 
PUBLIC BONDS ISSUED BY THE FOREIGN GOVERNMENTS, ETC. SO 
THAT THEY MAY PROCURE THE LONG-TERM FUNDS NECESSARY FOR 
THEIR ENTERPRISES. END QUOTE. THE FOREGOING LANGUAGE 
SEEMS SUFFICIENTLY GENERAL TO PERMIT THE EXTENSION OF UN- 
TIED CREDITS, ESPECIALLY SINCE OTHER PARAGRAPHS IN ARTI- 
CLE 18 WHICH DESCRIBE ADDITIONAL EXPORT-IMPORT BANK PUR 
POSES SPECIFICALLY TIE CREDITS TO JAPANESE EXPORTS. ADDI- 
TIONALLY, THE JAPAN EXPORT-IMPORT BANK MAY BE ABLE TO GUAR- 
ANTEE COMMERCIAL BANK CREDITS WHICH ARE NOT RELATED TO JAP- 
ANESE EXPORTS. ARTICLE 18(11) WHICH SPECIFIES FURTHER 
BUSINESS ACTIVITIES STATES, QUOTE, IN CASE BANKS HAVE PRO- 
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VIDED LOANS, JOINTLY WITH THE EXPORT-IMPORT BANK OF JAPAN, 

TO THOSE QUALIFIED TO OBTAIN THEM IN ACCORDANCE WITH THE 
PROVISIONS OF ITEMS (3) OR (8)(ARTICLE 18(8)), THE GUARAN- 
TEEING OF THE LIABILITIES INCURRED IN CONNECTION WITH SUCH 
LOANS. ENDQUOTE. IT WOULD APPEAR THAT THERE MAY BE AN 
OPTION TO GUARANTEE PRIVATE BANK LOANS WHICH ARE EXTENDED 
FOR THE GENERAL PURPOSES OUTLINED IN ARTICLE 18(8). 

4. IF, HOWEVER, IT IS LEGALLY IMPOSSIBLE FOR GOJ TO PRO- 
VIDE AN UNTIED CREDIT OR GUARANTEE, EMBASSY MAY SUGGEST 
THAT AN ASSIGNMENT OF NEW CREDITS TO PREVIOUS JAPANESE EX- 
PORTS WOULD BE PREFERABLE TO CREDITS FOR FUTURE EXPORTS. 

FOR EXAMPLE, CREDITS COULD BE APPLIED TO A BROAD BASE OF 
CONSUMER AND INTERMEDIATE GOODS EXPORTS FOR A PERIOD DURING 
1977. THIS TYPE OF CURRENT OR RETROACTIVE CREDIT, EVEN 
THOUGH TIED TO JAPANESE EXPORTS WOULD BE FAST-DISBURSING 
AND WOULD RELEASE PORTUGUESE EXCHANGE IN 1978 FOR PROCURE- 
MENT WORLDWIDE AND THUS BE MORECONSISTENT WITH PORTUGAL'S 
REQUIREMENTS. 
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5. EMBASSY IS REQUESTED TO URGE GOJ TO CONSIDER INCREAS- 
ING THE AMOUNT OF THEIR INTENDED CONTRIBUTION IN VIEW OF 
THE INCREASED MAGNITUDE OF PORTUGAL'S ESTIMATED FINANCIAL 
REQUIREMENTS. THE U.S., FOR ITS PART. HAS ALREADY MADE 
AVAILABLE FOR 1977 OVER 140 MILLION DOLS IN COMMODITY 
ASSISTANCE FOR PORTUGAL. WE ARE PRESENTLY IN THE PROCESS 
OF EXPANDING THE AMOUNT OF IMMEDIATELY AVAILABLE MEDIUM 
TERM COMMODITY CREDIT IN ORDER TO ADDRESS FAST APPROACHING 
FINANCIAL PROBLEMS. 

6. FYI. WE ARE EXPECTING TO TRANSMIT WITHIN THE NEXT FEW 
DAYS A LETTER FROM PRESIDENT CARTER TO PRIME MINISTER 
FUKUDA ON THIS SUBJECT. THE LETTER WILL URGE SUBSTANTIAL 
JAPANESE PARTICIPATION IN THE FORM OF EFFECTIVELY UNTIED 
CREDITS. YOU SHOULD, HOWEVER, EXPLORE WITH GOJ NOW THE 
POSSIBILITIES FOR AN EFFECTIVELY UNTIED CREDIT. END FYI. 
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7. EMBASSY SHOULD ALSO INDICATE THAT THE U.S. ANTICIPATES 
A VERY SUCCESSFUL OUTCOME TO THE JUNE 22 MEETING. INFOR- 
MALLY, EMBASSY MAY INDICATE THAT COUNTRIES WHICH ARE AL- 
READY PREPARED TO MAKE A POSITIVE ANNOUNCEMENT INCLUDE THE 
U.S., THE FEDERAL REPUBLIC OF GERMANY, FRANCE, ITALY, 

SWITZERLAND AND NORWAY. ALMOST ALL OTHER PROSPECTIVE 
DONORS ARE MAKING RAPID PROGRESS ON THEIR DECISION TO PAR 
TICIPATE. THE PROPOSED U.S. LOAN IS GAINING INCREASING 
SUPPORT IN THE U.S. CONGRESS. THE HOUSE 

APPROPRIATIONS COMMITTEE APPROVED THE 300 MILLION DOLS 
U.S. LOAN JUNE 14. WE EXPECT A FAVORABLE SENATE APPRO- 
PRIATION COMMITTEE ACTION BY THE END OF JUNE. THE U.S. IS 
CONFIDENT THAT OUR CONGRESS WILL APPROVE THE U.S. CONTRI- 
BUTION AND THAT THE SUPPORT OF OTHER COUNTRIES WILL MAKE 
THIS A SUBSTANTIAL AND TRULY INTERNATIONAL UNDERTAKING. CHRISTOPHER 
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FOLLOWING TELEGRAM FROM SECSTATE WASHDC DATED JUNE 14, 

1977 SENT TOKYO IS REPEATED TO YOU: QUOTE 
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E.O. 11652: N/A 
TAGS: EFIN, PO, JA 

SUBJECT: FINANCIAL ASSISTANCE FOR PORTUGAL 
REF: TOKYO 8745 

1 . EMBASSY IS REQUESTED TO APPROACH APPROPRIATE GOJ OFFI- 
CIALS TO URGE THAT THEY FULLY EXPLORE MEANS OF PROVIDING AN 
EFFECTIVELY UNTIED CREDIT AS THEIR CONTRIBUTION TO THE IN- 
TERNATIONAL LENDING EFFORT FOR PORTUGAL. THE U.S. WOULD 
ALSO HOPE THAT THE JAPANESE WOULD CONSIDER INCREASING THE 
AMOUNT OF THEIR PROPOSED CONTRIBUTION. EMBASSY MAY WISH TO 
USE THE FOLLOWING AS BACKGROUND FOR THIS APPEAL. 

2. PARTICIPANTS AT THE MAY 16 MEETING AGREED ON THE MAGNI- 
TUDE OF PORTUGAL'S FINANCCCCCING NEEDS IN THE NEAR TERM AND SPE- 
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CIFIED THAT LOANS WITHIN THE INTERNATIONAL LENDING FRAME- 
WORK SHOULD HAE CERTAIN CHARACTERISTICS. ONE SUCH CHARAC- 
TERISTIC WAS THAT LOANS WOULD NOT BE TIED TO PROJECTS OR 
SOURCES OF PROCUREMENT. TIED LOANS WOULD BE INAPPROPRIATE 
BECAUSE THEY ARE NOT FAST DISBURSING AND WOULD NOT HELP 
COVER PORTUGAL'S NEAR TERM FINANCING NEEDS. TIED LOANS 
WOULD ALSO NOT BE COMPARABLE TO ASSISTANCE BEING OFFERED BY 
OTHER COUNTRIES. INCLUSION OF SUCH LOANS WOULD RISK ALTER- 
ING THE NATURE OF THE TOTAL ASSISTANCE EFFORT. 

3. IT IS OUR UNDERSTANDING THAT THERE MAY BE CONSIDERABLE 
FLEXIBILITY WITHIN JAPANESE EXPORT-IMPORT BANK LAW TO ALLOW 
FOR CREDITS OR GUARANTEES WHICH ARE NOT TIED TO JAPANESE 
EXPORTS. FOR EXAMPLE, ARTICLE 18(8) OF THE JAPAN EXPORT 
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IMPORT BANK LAW (ENGLISH INFORMATIONAL VERSION) PROVIDES 
THAT THE JAPAN EXPORT-IMPORT BANK MAY CARRY ON BUSINESS AC- 
TIVITIES, QUOTE, FOR THE PURPOSE OF FACILITATING THE DEVEL- 
OPMENT OR MAINTENANCE OF JAPAN'S EXPORT OR IMPORT MARKETS 
OR JAPAN'S ECONOMIC INTERCHANGE WITH FOREIGN COUNTRIES, 

(I) THE LENDING TO FOREIGN GOVERNMENTS, ETC., FOREIGN BANKS 
OR OTHER FOREIGN FINANCIAL INSTITUTIONS OF LONG TERM FUNDS 
NECESSARY FOR (A) THEIR ENTERPRISES CARRIED ON OUTSIDE 
JAPAN OR FOR (B) THEIR IMPORT OF GOODS (INCLUDING EQUIP- 
MENT) OR FOR THEIR ACCEPTANCE OF TECHNICAL SERVICES, OR 

(II) THE ACQUIRING THROUGH SUBSCRIPTION OR OTHERWISE OF 
PUBLIC BONDS ISSUED BY THE FOREIGN GOVERNMENTS, ETC. SO 
THAT THEY MAY PROCURE THE LONG-TERM FUNDS NECESSARY FOR 
THEIR ENTERPRISES. END QUOTE. THE FOREGOING LANGUAGE 
SEEMS SUFFICIENTLY GENERAL TO PERMIT THE EXTENSION OF UN- 
TIED CREDITS, ESPECIALLY SINCE OTHER PARAGRAPHS IN ARTI- 
CLE 18 WHICH DESCRIBE ADDITIONAL EXPORT-IMPORT BANK PUR 
POSES SPECIFICALLY TIE CREDITS TO JAPANESE EXPORTS. ADDI- 
TIONALLY, THE JAPAN EXPORT-IMPORT BANK MAY BE ABLE TO GUAR- 
ANTEE COMMERCIAL BANK CREDITS WHICH ARE NOT RELATED TO JAP- 
ANESE EXPORTS. ARTICLE 18(11) WHICH SPECIFIES FURTHER 
BUSINESS ACTIVITIES STATES, QUOTE, IN CASE BANKS HAVE PRO- 
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VIDED LOANS, JOINTLY WITH THE EXPORT-IMPORT BANK OF JAPAN, 

TO THOSE QUALIFIED TO OBTAIN THEM IN ACCORDANCE WITH THE 
PROVISIONS OF ITEMS (3) OR (8)(ARTICLE 18(8)), THE GUARAN- 
TEEING OF THE LIABILITIES INCURRED IN CONNECTION WITH SUCH 
LOANS. ENDQUOTE. IT WOULD APPEAR THAT THERE MAY BE AN 
OPTION TO GUARANTEE PRIVATE BANK LOANS WHICH ARE EXTENDED 
FOR THE GENERAL PURPOSES OUTLINED IN ARTICLE 18(8). 

4. IF, HOWEVER, IT IS LEGALLY IMPOSSIBLE FOR GOJ TO PRO- 
VIDE AN UNTIED CREDIT OR GUARANTEE, EMBASSY MAY SUGGEST 
THAT AN ASSIGNMENT OF NEW CREDITS TO PREVIOUS JAPANESE EX- 
PORTS WOULD BE PREFERABLE TO CREDITS FOR FUTURE EXPORTS. 

FOR EXAMPLE, CREDITS COULD BE APPLIED TO A BROAD BASE OF 
CONSUMER AND INTERMEDIATE GOODS EXPORTS FOR A PERIOD DURING 
1977. THIS TYPE OF CURRENT OR RETROACTIVE CREDIT, EVEN 
THOUGH TIED TO JAPANESE EXPORTS WOULD BE FAST-DISBURSING 
AND WOULD RELEASE PORTUGUESE EXCHANGE IN 1978 FOR PROCURE- 
MENT WORLDWIDE AND THUS BE MORECONSISTENT WITH PORTUGAL'S 
REQUIREMENTS. 

5. EMBASSY IS REQUESTED TO URGE GOJ TO CONSIDER INCREAS- 
ING THE AMOUNT OF THEIR INTENDED CONTRIBUTION IN VIEW OF 
THE INCREASED MAGNITUDE OF PORTUGAL'S ESTIMATED FINANCIAL 
REQUIREMENTS. THE U.S., FOR ITS PART, HAS ALREADY MADE 
AVAILABLE FOR 1977 OVER 140 MILLION DOLS IN COMMODITY 
ASSISTANCE FOR PORTUGAL. WE ARE PRESENTLY IN THE PROCESS 
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OF EXPANDING THE AMOUNT OF IMMEDIATELY AVAILABLE MEDIUM 
TERM COMMODITY CREDIT IN ORDER TO ADDRESS FAST APPROACHING 
FINANCIAL PROBLEMS. 

6. FYI. WE ARE EXPECTING TO TRANSMIT WITHIN THE NEXT FEW 
DAYS A LETTER FROM PRESIDENT CARTER TO PRIME MINISTER 
FUKUDA ON THIS SUBJECT. THE LETTER WILL URGE SUBSTANTIAL 
JAPANESE PARTICIPATION IN THE FORM OF EFFECTIVELY UNTIED 
CREDITS. YOU SHOULD, HOWEVER. EXPLORE WITH GOJ NOW THE 
POSSIBILITIES FOR AN EFFECTIVELY UNTIED CREDIT. END FYI. 
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7. EMBASSY SHOULD ALSO INDICATE THAT THE U.S. ANTICIPATES 
A VERY SUCCESSFUL OUTCOME TO THE JUNE 22 MEETING. INFOR- 
MALLY, EMBASSY MAY INDICATE THAT COUNTRIES WHICH ARE AL- 
READY PREPARED TO MAKE A POSITIVE ANNOUNCEMENT INCLUDE THE 
U.S., THE FEDERAL REPUBLIC OF GERMANY, FRANCE, ITALY, 

SWITZERLAND AND NORWAY. ALMOST ALL OTHER PROSPECTIVE 
DONORS ARE MAKING RAPID PROGRESS ON THEIR DECISION TO PAR 
TICIPATE. THE PROPOSED U.S. LOAN IS GAINING INCREASING 
SUPPORT IN THE U.S. CONGRESS. THE HOUSE 

APPROPRIATIONS COMMITTEE APPROVED THE 300 MILLION DOLS 
U.S. LOAN JUNE 14. WE EXPECT A FAVORABLE SENATE APPRO- 
PRIATION COMMITTEE ACTION BY THE END OF JUNE. THE U.S. IS 
CONFIDENT THAT OUR CONGRESS WILL APPROVE THE U.S. CONTRI- 
BUTION AND THAT THE SUPPORT OF OTHER COUNTRIES WILL MAKE 
THIS A SUBSTANTIAL AND TRULY INTERNATIONAL UNDERTAKING. CHRISTOPHER 
UNQUOTE CHRISTOPHER 
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